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HIGHLIGHTS 


SEARS, ROEBUCK AND CO. and consolidated subsidiaries 

1963 

1962' 

Per cent 
Increase 

Net sales. 

$5,115,766,591 

$4,603,318,710 

11.1 

Net income. 

261,023,915 

234,590,360 

11.3 

Per share. 

3.44 

3.10 


Equity in undistributed net income of unconsolidated 
subsidiaries and Simpsons-Sears. 

32,564,748 

30,093,434 

8.2 

Per share. 

.43 

.40 


Combined net income. 

293,588,663 

264,683,794 

10.9 

Per share. 

3.87 

3.50 


Dividends to shareholders. 

132,689,487 

124,820,889 

6.3 

Per share.. 

1.75 

1.65 


Shareholders’ equity ( book value ) . 

1,855,788,148 

1,718,899,528 

8.0 

Per share . 

24.44 

22.70 


Capital expenditures. 

133,883,768 

75,475,614 

77.4 

•Restated to include Sears Roebuck Acceptance Corp. 




ALLSTATE INSURANCE COMPANY (wholly-owned)j 




Total net income and realized capital gains. 

$ 50,909,221 

$ 48,364,825 

5.3 

Dividends to Sears. 

25,027,450 

24,494,558 

2.2 

LATIN AMERICAN SUBSIDIARIES (wholly or majority-owned)\ 



Sears equity in net income ( before translation losses ) . 

$ 8,311,878 

$ 7,951,740 

4.5 

Dividends to Sears. 

4,414,444 

4,217,635 

4.7 


tNot consolidated. 
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TO THE SHAREHOLDERS 



Austin T. Cushman Chairman Crowdus Baker President 


The overshadowing event of 1963 was the shock¬ 
ing assassination of President John F. Kennedy on 
November 22. The economic and political frame¬ 
work of the nation was tested by this tragedy, and 
reaffirmed and strengthened by the orderly and 
efficient transfer of the powers of office. 

The performance of Sears, Roebuck and Co. for 
1963 must be judged against this background of 
political and economic uncertainty as well as 
against the intensified competition in a traditionally 
competitive industry. It is with satisfaction and 
pride that we report— 

Net sales increased 11.1% to $5.1 billion, 
the first time in the Company’s history that 
net sales exceeded the five billion mark. 

Net income rose 11.3% to $261.0 million 
or $3.44 per share. 

Combined net income reached $293.6 
million or $3.87 per share, an increase of 
10.9%. 

Dividends paid to shareholders were in¬ 
creased to $1.75 per share, lOp per share 
higher than last year. 

Domestic and foreign subsidiaries performed 
well in 1963. A detailed account of the operations 


of unconsolidated subsidiaries begins on page 19. 

Expansion and improvement of all types of 
physical facilities continued at an accelerated 
pace in 1963. Twenty-five new retail stores were 
opened, seven of which were large, complete de¬ 
partment stores. Major modernization work was 
completed in several long established locations. 
The number of catalog sales offices and telephone 
sales offices was increased, evidence of the vitality 
and growth of the catalog business. Regional 
distribution centers continued a program of 
modernization and improvement begun last year 
to speed up and improve the handling of goods. 

In November, the Company announced its in¬ 
tention to open department stores in Spain, a step 
which marks Sears first retail selling operation on 
the European continent. Initially, two complete 
department stores will be built; one in Madrid, 
the other in Barcelona. These stores are expected 
to be open for business in the fall of 1965. 

While expansion has been and will continue to 
be an important element in the growth of the 
Company, a great potential lies in the consistent 
attention to better performance in established units; 
in fact, in every unit and function of the Company. 
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It is the Company's experience that American 
consumers continue to place greater emphasis on 
value—the balancing out of quality and price. 
Service is becoming increasingly important to cus¬ 
tomers. Service is essential not only to support the 
sale and use of mechanical merchandise, but also in 
offering customers the complete spectrum of 
shopping convenience they expect to find in a 
modern store. 

In August, Mrs. Claire Giannini Hoffman, a 
distinguished west coast banker, was elected to the 
Board of Directors to fill a vacancy. Mrs. Hoffman 
thus became the Company’s first woman director. 

Several management changes occurred during 
the year. In May, three key executives were named 
Assistant Vice Presidents. They were Robert H. 
Anderson, General Retail Merchandise Manager; 
Arthur Rosenbaum, Director of Business Research; 
and Frank J. Schell, General Catalog Merchandise 
Manager. 

The Company was saddened by the death of two 
retired officer directors and one active officer, all of 
whom had made significant contributions to the 
growth and present-day success of the business. 

Last fall marked the passing of Arthur S. 
Barrows, former President and Vice Chairman of 
the Board. Mr. Barrows retired in 1947 after 
twenty-one years of outstanding service to the 
Company. He was a director for twelve years. 

In December, Frank J. Ross, Vice President and 
General Credit Manager, died suddenly at the peak 
of his career. He was succeeded as General Credit 
Manager by Linden E. Wheeler, a veteran of 
twenty-two years of service. 

Also in December, Theodore V. Houser, former 
Chairman of the Board, passed away. Mr. Houser 


had a long and distinguished career of more than 
thirty years with Sears. He was a director for 
twenty-four years, retiring from the Board in May, 
1963. At the time of his death, Mr. Houser was a 
trustee of The Savings and Profit Sharing Pension 
Fund of Sears, Roebuck and Co. Employes. 

The business upswing which occurred in 1963 is 
expected to continue through 1964. The demand 
for consumer goods will be accelerated by such 
factors as the cut in income taxes and the high 
percentage of disposable income available for the 
type of goods sold by Sears. Despite the continuing 
sharpness of competition, we are confident that 
Sears can maintain or better its position within the 
general merchandise field through a dynamic pro¬ 
gram for growth that stimulates full participation 
by each unit in the Company to develop its maxi¬ 
mum potential. 

The success of Sears is dependent upon the skill 
with which men and women use merchandise, 
methods, and money in working for the progress 
of the Company. We salute with pride the more than 
200,000 men and women of Sears whose efforts 
and abilities made a record performance possible. 

Realizing that dedicated employes are essential 
to success, Sears continues to give close attention 
to opportunities for employe advancement. Only in 
this way can the Company expect to retain its 
strength and vitality. 

The officers and directors express their sincere 
thanks to the Company’s employes as well as its 
thousands of suppliers for the part they played in 
the record performance of 1963. The shareholders of 
Sears can be confident that the entire organization 
is dedicated to making 1964 a year of even greater 
progress and growth. 

By order of the Board of Directors. 







Austin T. Cushman Chairman 


March 30, 1964 
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Sears Deauville fine furniture, designed for today's American homes, 
reflects true country charm of 18th century France. 


Sears offers fashion conscious Americans a zestful blend of smart 
styling and good quality at a reasonable price. 



To satisfy a demand for things Spanish in our homes. Sears offers re-creations of fine accessory pieces 
and fabrics from both cottages and castles in Spain. 
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FINANCIAL REVIEW 


Effective January 31,1964, the Company changed 
its accounting practice to include in the con¬ 
solidated statements the accounts of Sears Roebuck 
Acceptance Corp., a wholly-owned subsidiary. 
For comparative purposes, figures prior to that 
date in this review have been restated, where ap¬ 
plicable, to give effect to this change. 

Sales over $5 billion. Sales for 1963 set a rec¬ 
ord for the ninth consecutive year. The Company 
ended the year with net sales of $5,115,766,591, 
an increase of $512,447,881 or 11.1% from last 
year’s record $4,603,318,710. The retail division 
registered 77% of this year's volume while the 
catalog division accounted for 23%. Sales of retail 
stores open less than one year were 1.5% of Com¬ 
pany sales. 

The percentage of credit business to total sales 
edged upward from 54.6% last year to 55.5%. 
Easy payment sales accounted for 32.5% against 
33.4% last year, revolving charge sales for 23.0% 
against 21.2% last year. 

Net income: a record $3.44 per share. Net in¬ 
come climbed to a new high of $261,023,915 or 
$3.44 per share, 11.3% higher than last year’s 
record $234,590,360 or $3.10 per share. Per share 
figures were based on shares outstanding at the 
close of each year. 

Net Income Per Share 

$4.00- 



Net Sales Milestones 



1945 1948 1955 1959 1963 


This year’s net income benefited 20p per share 
from the recently enacted tax bill which, among 
other changes, lowered the Federal corporate in¬ 
come tax rate, retroactive to January 1, 1964. This 
tax benefit is explained fully in notes to financial 
statements under “Taxes” on page 14. 

Earnings of both the catalog division and the 
retail division were better than last year. Dividends 
received by the Company during 1963 amounted to 
$32,937,420, slightly higher than last year’s total. 
Allstate Insurance Company was the largest con¬ 
tributor with dividends of $25,027,450, which 
represented 76% of the total. Dividends received 
from the Latin American subsidiaries amounted to 
$4,414,444. 


NET INCOME 



1963 


1962 

Quarter 

Amount 

Per 

Share 

Amount 

Per 

Share 

1st. 

$ 37,342,397 

$ .49 

$ 33,182,356 

$ .44 

2nd. 

58,097,420 

.77 

53,027,248 

.70 

3rd. 

56,455,741 

.74 

55,336,582 

.74 

4th. 

109,128,357 

1.44 

93,044,174 

1.22 


$261,023,915 

$3.44 

$234,590,360 

$3.10 
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Combined net income: $3.87 per share. In addi¬ 
tion to its net income, the Company also had an 
equity in the undistributed net income for 1963 (net 
income less dividends) of unconsolidated subsidi¬ 
aries and Simpsons-Sears. Sears equity in this un¬ 
distributed net income amounted to $32,564,748, 
which was equal to 43? per share of the Company's 
stock. 

This 43^ added to the Company's net income of 
$3.44 per share resulted in a combined net income 
of $3.87 per share, up 37^ from last year's $3.50 
per share. A detailed schedule of the Company's 
equity in unconsolidated subsidiaries and Simp¬ 
sons-Sears is shown in notes to financial statements 
on page 15. 

Dividends increased again. For the third consecu¬ 
tive year, dividends to shareholders were increased. 
The Company paid regular quarterly dividends of 
35? per share for the first three quarters of fiscal 
1963. Then, in the fourth quarter, the directors 
raised the regular dividend to 40c per share and 
added an extra dividend of 30^ per share. These 
payments totaled $1.75 per share, 10ff higher than 
last year's $1.65 per share. Total dividends of 
$132,689,487 represented a payout to shareholders 
of 50.8% of net income. 

Total tax expense: $315.4 million. The amount 
of Federal income taxes provided by the Company 
on 1963 income was $223,300,000 or 1.5% more 
than provided last year. Taxes other than Federal 
income taxes increased 13.1% to $92,126,339. 
Taxes, Federal and other, totaled $315,426,339, 
which was 4.7% higher than last year. This total 
represented 54.7% of income before Federal and 
other taxes. 


1963 1962 


Income before taxes. 

Per share. 

Taxes, Federal and other.. 

Per share. 

Net income. 

Per share. 


$ 576 , 450,254 $ 535 , 967,430 

7.59 7.08 

315 , 426,339 301 , 377,070 

4.15 3.98 

261 , 023,915 234 , 590,360 

3.44 3.10 


$53.6 million contributed to Profit Sharing Fund. 

The Company contributed $53,559,771 to The 
Savings and Profit Sharing Pension Fund of Sears, 
Roebuck and Co. Employes. The contribution to 
the Fund is based on the Company's income before 
Federal income taxes. 

At the close of its fiscal year, December 31, 1963, 
the Fund included 150,803 members and held 
18,905,584 shares or 24.9% of the outstanding 
stock of Sears, Roebuck and Co. This stock had a 
market value of $1,850,384,034, which represented 
86.1% of the total Fund value of $2,148,982,397 
at that date. 

Shareholders’ Equity: $24.44 per share. Share¬ 
holders'equity (book value) increased $136,888,620 
to a total of $1,855,788,148 at the close of the year. 
Net income retained for use in the business ac¬ 
counted for $128,334,428 of the increase; payments 
received from employes for stock issued under op¬ 
tion plans accounted for the $8,554,192 balance. 

At January 31,1964, shareholders' equity equaled 
$24.44 per share. Return based on year end share¬ 
holders' equity (net income divided by share¬ 
holders' equity) was 14.1%. 


Shareholders—as of Nov. 29, 1963 
(record date for 


January, 1964 dividend) 

Share¬ 

holders 

Per 

cent 

Shares 

Per 

cent 

Individuals 

Men. 

53,552 

30.9 

12,859,545 

16.9 

Women . 

70,770 

40.9 

14,289,804 

18.8 

Joint tenants. 

30,087 

17.4 

3.575,608 

4.7 

Corporations and firms. 

878 

.5 

1.593.804 

2.1 

Trusts, trustees, and investment 
trusts. 

13,732 

7.9 

2,881,391 

3.8 

Investment companies, brokers, 
nominees. 

2,556 

1.5 

20,930,818 

27.6 

Educational, religious, charitable 
organizations. 

760 

.4 

483.009 

.6 

Other. 

906 

.5 

348,719 

.5 

Profit Sharing Pension Fund. 

173,241 

1 

100.0 

56,962,698 

18,948,039 

75.0 

25.0 

Total—November 29, 1963. 

173.242 

100.0 

75,910,737 

100.0 


Included above are 1,231 foreign shareholders 
who hold 392,116 shares. 
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FINANCIAL REVIEW 


CONTINUED 


Receivables up from last year. Easy payment ac¬ 
counts and revolving charge accounts, representing 
the bulk of the Company’s gross receivables, to¬ 
taled $1,999,276,762 or 13.8% more than at the 
close of last year. A larger sales volume together 
with a rise in the per cent of credit sales to total 
sales accounted for the higher total. There were 
7,515,275 easy payment accounts and 5,546,356 
revolving charge accounts outstanding at year end, 
with average balances of $194 and $97, respectively. 

Collection experience continued to follow the 
satisfactory pattern of past years. Allowance for 
collection expense and losses on customer accounts 
was up $16,523,580 to $148,663,806 at year end in 
line with the added amount of installment ac¬ 
counts outstanding. 

Inventories higher. Merchandise inventories to¬ 
taled $758,685,671, compared with $652,741,234 at 
last year end, an increase of 16.2%. This increase 


reflected the merchandise needs of additional 
stores, new lines of merchandise added to the 
regular stock, and coverage for anticipated in¬ 
crease in spring season sales. In addition, the 
Company had merchandise on order and in transit 
which amounted to $870,038,000 at the close of 
the year. 

Short-term borrowings increased. Short-term bor¬ 
rowings on notes were up $220,911,000 for the 
year. These added borrowings, which provided 
funds to assist in financing the larger amount of 
customer installment accounts outstanding, 
brought the year end total to $523,539,000. 

Over $289 million of the year end total was ob¬ 
tained through Sears Roebuck Acceptance Corp., 
which was organized to help finance Sears credit 
business. The comparative statement below shows 
the financial position of Sears Roebuck Acceptance 
Corp. at the close of the year. 


Sears Roebuck Acceptance Corp. 


JANUARY 31, JANUARY 31, 
1964 1963 

Current Assets 

Customer installment contracts purchased from Sears. Roebuck and Co. $262,385,494 $488,924,252 

Less portion of purchase price withheld pending collection. 29,976,646 57,519,130 

232,408,848 431,405,122 

Notes of Parent Company. 257,000,000 50,000,000 

Cash and U. S. Treasury bills. 6,518,842 15,045,469 

Other current assets . 1,525,88 6 3,905,54 7 

Total Current Assets . 497,453,576 500,356,138 

Other Assets. 1.394.770 1.517.062 

Total Assets. $498,848,346 $501,873,200 


Current Liabilities 

Notes payable. $289,532,000 $302,628,000 

Other current liabilities. 10,674,828 5,24 9,531 

Total Current Liabilities.. 300,206,828 307,877,531 

Long-Term Debt. 125.000,000 125,000,000 

Shareholder's Equity. 73^4^518 68,995,669 

Total Liabilities and Shareholder's Equity. $498,848,346 $ 501,873,2 00 
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Working capital increased $125.1 million. Work¬ 
ing capital, which is the excess of current assets over 
current liabilities, increased $125,127,979 to a total 
of $1,965,769,979 at the close of the year. Current 
assets were 3.01 times current liabilities, compared 
with 3.60 times at the previous year end. 


Jan. 31, 
1964 


Jan. 31, Increase 
1963 (Decrease) 


(/// millions ) 

Current assets 
Cash and marketable 

securities . $ 

Net receivables. 

Inventories . 

Prepaid advertising, etc. 

Total current assets . 

Total current liabilities.... 

Working capital. $1,965.8 


The following comparative statement sum¬ 
marizes the items that brought about the changes 
in working capital which resulted in the above net 
increase of $125.1 million for 1963. 


$ 185.5 

$ 186.8 

$ (1.3) 

1,961.5 

1,678.2 

283.3 

758.7 

652.7 

106.0 

38.2 

31.0 

7.2 

2,943.9 

2.548.7 

395.2 

978.1 

708.0 

270.1 

$1,965.8 

$1,840.7 

$125.1 


Working Capital 

$ Millions 


2000 



Working Capital Changes 

(In millions) 

Increases 

Net income for the year. $261.0 

Add back expense items not requiring working capital: 

Depreciation. 49.5 

Amortization of debenture discount and expense. .4 

Provision for deferred income taxes. 70.9 

Receipts for stock issued under stock option plans. 8.6 

Dispositions of property, plant and equipment—net. 3.2 

Repayment of funds advanced to Latin American subsidiaries. 2.0 

Total increases... $395.6 

Decreases 

Dividends to shareholders. $132.7 

Expenditures for property, plant and equipment. 133.9 

Loans to Homart Development Company. 2.5 

Investment in Metropolitan Savings and Loan Association. — 

Increase in investments and advances—net. 1.4 

Total decreases. $270.5 

Increase in working capital. $125.1 


1962 

$234.6 

43.3 

.3 

110.3 

5.2 

2.9 

4.8 

$401.4 


$124.8 

75.5 

7.1 

12.9 

( 2 - 8 ) 

$217.5 

$183^9 
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FINANCIAL REVIEW 


CONTINUED 


Capital expenditures: $133.9 million. The Com¬ 
pany invested $133,883,768 in land, buildings, fur¬ 
niture, fixtures and equipment during 1963. This 
investment was allocated between divisions as 
follows: 

1963 1962 


Retail. $116,584,459 $66,131,815 

Catalog . 13,221,765 5,693,829 

Other. 4,077,544 3,649,970 

$133,883,768 $75,475,614 


New store openings increased. Twenty-five new 
retail stores were opened during the year. Fourteen 
of these stores were opened in areas which previ¬ 
ously had no Sears store, and eleven replaced older 
stores with modern, larger ones in the same areas. 
One small store was closed without replacement. 
In addition, six stores were enlarged and modern¬ 
ized in their present locations. These changes 
added 2,400,000 square feet of space to the retail 
operations. 

The Company continued to concentrate on the 
complete and the medium size type stores. Seven of 
the twenty-five stores opened in 1963 were complete 
department stores, fifteen were medium size de¬ 
partment stores and only three were hard lines 
stores. At year end, there were 761 retail stores in 
operation. 

Retail stores opened in 1963. 

Complete Department Stores (7) 

Austin, Texas (o) Park Forest (suburban 

Denver, Colo. Chicago), III. 

Montgomery, Ala. («) St. Paul, Minn. 

Orlando, Fla. Wilmington (Prices 

Corner), Del. 

Medium Size Department Stores (15) 


Athens, Ga. 

Baden, Pa. (b) 

Cape Girardeau, Mo. 

Cumberland, Md. (b) 

Dubuque, la. (6) 

Evansville, Ind. 

Fort Pierce, Fla. 

Vallejo, Calif. (6) 

Hard Lines Stores (3) 

Fox Lake, III. Ironwood, Mich. (6) 

McKeesport, Pa. (b) 

(a) Replaced Medium Size Department Store. 

(b) Replaced Hard L ines Store. 


Fort Walton Beach, Fla. 
Gastonia, N. C. 
Greensburg. Pa. (/>) 
Kingsport. Tenn. 
Moline. III. tb) 
Petersburg, Va. 
Rochester, Minn. (/>) 


More catalog sales facilities opened. The Com¬ 
pany recognized the importance of catalog selling 
by adding eighty-six new catalog sales offices and 
three telephone sales offices during the year. In 
addition, more warehouse space was provided to 
supplement the eleven catalog order plants which 
service the catalog sales facilities. At year end, 
l>Q5^Lctttalog sales offices and 57 telephone sales 
offices were in operation. 

Capital expenditure budget higher for 1964. 
The Company plans to spend approximately 
$175,000,000 for expansion and improvement dur¬ 
ing 1964. Forty-one stores are scheduled to be 
opened (thirteen complete department stores, 
twenty-three medium size department stores and 
five hard line stores). Twenty of these stores will 
replace older stores in the same areas. Construction 
is under way or is scheduled to begin on forty-one 
more stores to be opened in 1965. 


Facilities 


January 31. 1964 


Retail Stores 


Complete Department Stores. 

. 149 

Medium Size Department Stores. 

. 322 

(carrying extensive assortments of 
general merchandise) 


Hard Lines Stores. 

. 290 

(carrying major household appliances, 
hard lines, sporting goods and automotive 
supplies) 

761 

Catalog Order Plants . 

. 11 

Catalog Sales Offices. 

. 1,055 

Telephone Sales Offices. 

. 57 

Major Distribution Warehouses. 

. 42* 

(for retail store groups) 


Service and Parts Centers. 

. 55 

(supporting retail and catalog order service 
operations) 


•Plus 381 other warehouses serving individual stores. 
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SEARS, ROEBUCK AND CO. 


AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 


NET SALES 


OTHER INCOME 

Dividends. 

Miscellaneous income. 

TOTAL INCOME . 

COSTS AND EXPENSES 

Cost of sales, advertising, selling, administrative and 

general expenses. 

Rents. 

Repairs and maintenance. 

Depreciation. 

Taxes (other than Federal income taxes) . 

Interest expense and discount on accounts sold. 

Contribution to The Savings and Profit Sharing Pension 
Fund of Sears, Roebuck and Co. Employes. 

TOTAL COSTS AND EXPENSES. 

INCOME BEFORE PROVISION FOR FEDERAL INCOME TAXES. 

PROVISION FOR FEDERAL INCOME TAXES. 

NET INCOME FOR THE YEAR. 

NET INCOME PER SHARE. 


STATEMENT OF RETAINED EARNINGS 

BALANCE BEGINNING OF YEAR. 

NET INCOME FOR THE YEAR. 

DIVIDENDS TO SHAREHOLDERS 
($1.75 per share and $1.65 per share, respectively ) 

BALANCE END OF YEAR. 


YEAR ENDED 
JANUARY 31. 
1964 


$5,115,766,591 


32,937,420 
_2,714,119 

5,151,418,130 


4,355,627,331 

46,045,782 

32,485,229 

49,506,278 

92,126,339 

37,743,485 

_53,559,771 

^4,667,094,215 

484,323,915 
223,300,000 
$_ 261,023,915 

$3.44 


$1,409,476,368 

261,023,915 

1,670,500,283 

132,689.487 

$1,537,810,796 


YEAR ENDED 
JANUARY 31, 
1963 * 

$4,603,318,710 

32,637,639 
_ 4,284,881 

4,640,241,230 

3,902,543,163 

43,083,734 

29,378,745 

43,272,028 

81,447,416 

36,164,219 

49,831.911 

4,185,721,216 

454,520,014 
219,929,654 
$ 234,590,360 
$3.10 


$1,299,706,897 

234,590,360 

1,534,297,257 

124,820,889 

$1,409,476,368 


♦Restated to include Sears Roebuck Acceptance Corp. 


Notes on pages 14 and 15 are a part of the financial statements. 
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SEARS, ROEBUCK AND CO. 


AND CONSOLIDATED SUBSIDIARIES 


BALANCE SHEET 


JANUARY 31, 

1964 


Assets 


CURRENT ASSETS 

Cash and U.S. Treasury bills. $ 182;425,240 

Marketable securities— market value $20,152,273 . 3,075,671 

Receivables (principally customer installment accounts ) less 

allowance for collection expense and losses. 1,969,717,578 

Installment accounts sold—less portion of proceeds 
withheld pending collection. 8,240,253 

Net receivables. 1,961,477,325 

Inventories—af lower of cost or market . 758,685,671 

Prepaid advertising and other charges. 38,229,748 

total current assets . 2,943,893,655 


investments —substantially at cost 
Unconsolidated subsidiaries 

Allstate Insurance Company ( wholly-owned ). 54,848,347 

Latin American subsidiaries. 34,236,283 

Other subsidiaries. 47,699,136 

Simpsons-Sears Limited. 20,376,550 

Other investments and advances. 29,730,242 


186,890,558 


PROPERTY, PLANT AND EQUIPMENT— af COSt . 889,003,187 

Less accumulated depreciation. 354,952,528 

534,050,659 


UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE . 3,787,079 

TOTAL ASSETS . $3,668,621,951 


♦Restated to include Sears Roebuck Acceptance Corp. 


Notes on pages 1 4 and 15 are a part of the financial statements. 


JANUARY 31, 
1963 * 


$ 184,325,076 
2,461,445 

1,684,243,125 

6,075,351 

1,678,167,774 

652,741,234 

30,99 0,376 

2,548,685,905 


54,848,347 

36,320,254 

47,046,943 

20,376,550 

26,459,895 

185,051,989 


770,610,083 

317,751,530 

452,858,553 


4,153,963 

$3,190,750,410 
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JANUARY 31. 
1964 


JANUARY 31. 

1963 * 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES 

Notes payable. $ 523,539,000 

Accounts payable. 123,388,848 

Due customers. 32,574,021 

Accrued expenses. 107,439,472 

Federal income taxes accrued. 125,338,566 

Other accrued taxes. 65,843,769 

TOTAL CURRENT LIABILITIES . 978,123,676 


DEFERRED INCOME TAXES 


359,710,127 


LONG-TERM DEBT 


475,000,000 


SHAREHOLDERS' EQUITY 

Common Stock—$3.00 ParValue—authorized 100,000,000 
shares, outstanding 75,926,748 shares and 75,713,752 


shares, respectively. 227,780,244 

Capital in excess of par value. 90,197,108 

Retained earnings. 1,537,810,796 

TOTAL SHAREHOLDERS' EQUITY . 1,855,788,148 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY . $3,668,621,951 


$ 302,628,000 
91,583,219 
28,212,318 
98,217,797 
128,215,440 
5 9,187,1 31 

708,043,905 


288,806,977 


475,000,000 


227,141,256 
82,281,904 
_1,409,476,368 

_1,718,899,528 

$3,190,750,410 
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SEARS, ROEBUCK AND CO. 


ANI) CONSOLIDATED SUBSIDIARIES 


NOTES TO FINANCIAL STATEMENTS 


RECEIVABLES 

January 31, 

1964 

January 31, 

1963 

Customer installment accounts receivable* 
Easy payment accounts 

Revolving charge accounts . 

$1,458,525,361 

540,751,401 

$1,301,307,974 

454,851,871 

Other customer accounts. 

1,999,276,762 

44,336,928 

1,756,159,845 

35,013,711 

Notes receivable -Allstate Enterprises, Inc.. 

29,305,000 

— 

Dividend receivable—Allstate Insurance 

Company. 

Miscellaneous accounts and notes receivable 

18,540,000 

26,922,694 

25,209.795 

Less allowance for collection expense and 
losses on customer accounts. 

2,118,381,384 

148,663,806 

1,816,383,351 

132,140,226 


$1,969,717,578 

$1,684,243,125 

* Includes accounts sold to Sears Roebuck Acceptance Corp. and banks. 



PROPERTY, PLANT AND EQUIPMENT 

January 31, 

January 31, 

1964 

1963 

Land. 

$105,168,132 

$ 83,040,213 

Buildings and improvements . 

517,094,385 

453,828,435 

Less accumulated depreciation. 

181,509,067 

161,193,910 


335,585,318 

292,634,525 

Furniture, fixtures and equipment . 

266,740,670 

233,741,435 

Less accumulated depreciation. 

173,443,461 

156,557,620 


93,297,209 

77,183,815 

Property, plant and equipment (net) . 

$534,050,659 

$452,858,553 


Consolidating Principles. Effective Jan¬ 
uary 31, 1964, the Company changed its 
accounting practice to include in its con¬ 
solidated financial statements the accounts 
of Sears Roebuck Acceptance Corp. With 
this change, the Company now consoli¬ 
dates all wholly-owned domestic subsidi¬ 
aries except Allstate Insurance Company, 
Allstate Enterprises, Inc. and Homart 
Development Company. The consolidated 
financial statements for the year ended 
January 31, 1963 have been restated, for 
comparative purposes, to conform to the 
change in accounting practice. The effect 
on net income is not significant. 

Inventories. Merchandise inventories arc 
valued at the lower of cost or market. 
Cost is determined on the first-in, first-out 
basis for individual items for catalog or¬ 
der, pool stocks, and factories, and by the 
retail inventory method for retail stores. 

Depreciation. On assets acquired prior 
to 1954, and on used assets purchased 
subsequent to 1953, the Company com¬ 
putes depreciation on the straight-line 
method. On new assets acquired subse¬ 


quent to 1953, the Company uses the 
“sum-of-the-years-digits" method. In 
1962, the Company adopted the new 
guideline lives authorized by the Treasury 
Department for furniture, fixtures, auto¬ 
motive equipment, and service stations. 

Taxes. For income tax purposes, the 
Company uses the installment method of 
reporting its income. Under this method, 
the tax on profits from installment sales is 
payable when the profit is realized by col¬ 
lection from customers or through the 
sale of accounts. However, the Company 
prepares its consolidated financial state¬ 
ments on the accrual basis wherein the 
profit on installment sales is included in 
income at the time of sale, and the provi¬ 
sion for Federal income taxes is charged 
against income concurrently. 

Besides computing income taxes for the 
month of January, 1964 at the new rate, 
the Company computed the provision for 
deferred Federal income taxes on profits 
from installment sales at the rate that will 
be in effect at the time collections on ac¬ 
counts are made, and at which time the 


taxes, reported under the installment 
method, are payable. Also, the Company 
changed its method of handling the invest¬ 
ment credit whereby it is now used to re¬ 
duce the provision for Federal income 
taxes in the year allowed. As a result of 
the foregoing, net income increased by 
515,525,000. 

Long-Term Debt. At January 31, 1964, 
consolidated long-term debt, unchanged 
from last year end, was as follows: 

Sears, Roebuck and Co. 

4W 9? Sinking Fund Debentures, due 1983 $350,000,000 


Sears Roebuck Acceptance Corp. 

4H9? Debentures, due 1972 . 50,000,000 

5 % Debentures, due 1982 . 50,000,000 

4H9S Subordinated Debentuies, due 1977 25,000,000 


$475,000,000 

The indenture covering the Company’s 
S350,000,000 Sinking Fund Debentures, 
1983— 4 %% provides that the Company 
shall not take certain actions, including 
the declaration of cash dividends, which 
would cause its unencumbered assets to 
drop below 1509; of liabilities, the terms 
“assets" and “liabilities" being defined in 
the indenture. At January 31, 1964, unen¬ 
cumbered assets exceeded 150% of li¬ 
abilities by approximately 5949,000,000. 
The sinking fund provisions call for the 
redemption of not less than 512,000,000 
nor more than 524,000.000 of debentures 
on February I in each of the years 1965 
through 1970 and of not less than 
516,000,000 nor more than 532,000,000 in 
each of the years 1971 through 1983. 

Rentals—Long-Term Leases. Minimum 
fixed rentals, exclusive of taxes, insurance 
and other expenses paid directly by the 
Company, under long-term leases (over 
three years) in effect at January 31, 1964 
were, for the years or periods indicated, 
as follows: 


1964 . 

$21,306,000 

1965 . 

. 21,707,000 

1966 . 

. 21,767,000 

1967 . 

20,980,000 

1968 

. 19,762,000 


1969-1973.... $87,593,000 
1974-1978 ... 72,347,000 
1979-1983 ... 54,611,000 
1984-1988 ... 32.333,000 
After 1988 ... 28.099,000 


The Company is leasing a number of 
store and warehouse properties from vari¬ 
ous insurance and educational institutions 
and from private investors. Most of these 
leases are for maximum terms ranging 
from 25 to 99 years with the right, after 
initial periods ranging from 25 to 45 
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years, to terminate or continue at re¬ 
duced rentals, and contain one or both 
of the following two additional types 
of options: 

The Company can, after the initial 
period of years, purchase the property 
at the then fair value of the land 
alone. 

The Company can, on various 
specified dates (usually within the 
first 25 to 35 years), make a rejectable 
offer to purchase the property at 
specified prices and, in the event the 
lessor does not accept the offer, can 
either terminate or continue the lease. 

Employes’ Stock Options. During the 
year, the Company granted stock option 
contracts under The 1962 Employes Stock 
Plan to 1,144 employes for 68,375 shares. 
The option prices of these contracts ranged 
from $78.25 to $98.88 per share, the open¬ 
ing market prices on the dates of grant. 
These contracts expire ten years from date 
of grant and are exercisable in five annual 
and cumulative installments beginning 


approximately one 
grant. 

year from 

date of 

Summary of Option 
Transactions for 1963 

Shares 

available 

for 

future 

options 

Shares 

issuable 

when 

outstanding 
options 
are exercised 

Balance January 31.1963 

Options cancelled*. 

Options granted. 

Options exercised 

.. 256.812 
. 27,531 

. (68,375) 

1,441.873 

(27,741) 

68,375 

(212,996) 

Balance January 31. 1964 

. 215,968 

1,269,511 


*210 shares granted under Plan V were cancelled and are 
not available tor future options due to expiration of Plan. 


CAPITAL IN EXCESS OF PAR VALUE 

1963 

1962 

Balance beginning of year. 

$82,281,904 

$77,522,849 

Excess of proceeds over par value of 212,996 and 
139,075 common shares, respectively, issued under 
employes stock options. 

7,915,204 

4,759,055 

Balance end of year. 

$90,197,108 

$82,281,904 




EQUITY IN UNCONSOLIDATED SUBSIDIARIES AND SIMPSONS-SEARS 


For Year Ended 
January 31, 1964 

January 31, 1964 

Equity in Undistributed 
Net Income 

Excess of 
Equity in Equity over 

Investment Net Assets Investment 

Per 

Amount Share 

Allstate Insurance 

Company.$25,881,771 $.34 

Latin American 

subsidiaries (a). (811,478) (.01) 

Other subsidiaries 5,651,490 .08 

Simpsons-Sears 

Limited (a) (b)... 1,842,965 .02 

$ 54,848,347 $310,201,672 $255,353,325 

34,236,283 51,819,343 17,583,060 

47,699,136 59,799,203 12,100,067 

20,376,550 34,677,469 14,300,919 

$32,564,748 $.43 

$157,160,316 $456,497,687 $299,337,371 

(a) After deducting translation losses. 



(b) 50% of voting stock owned by Sears, Roebuck and Co. 

Equity in the undistributed net income of foreign subsidiaries was calculated on the basis of current rates of exchange. 
In determining equity in net assets of foreign subsidiaries, net current assets were translated at year end exchange rates 
and other assets at the exchange rates on the dates of acquisition. 


REPORT OF 

CERTIFIED PUBLIC 

ACCOUNTANTS 


TO THE SHAREHOLDERS AND BOARD OF DIRECTORS OF SEARS, ROEBUCK AND CO. 

We have examined the accompanying Balance Sheet of Sears, Roebuck and Co. and consolidated 
subsidiaries as of January 31, l%4, and the related Statements of Income and Retained Earnings 
for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the consolidated financial position 
of Sears. Roebuck and Co. and consolidated subsidiaries at January 31, 1964, and the consolidated 
results of their operations for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year, after giving retroactive effect 
to the inclusion, which we approve, of Sears Roebuck Acceptance Corp. as explained in the notes 
to financial statements. 

Chicago, Illinois, March 30, 1964 Touche, Ross, Bailey & Smart 
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SEARS, ROEBUCK AND CO . AND CONSOLIDATED SUBSIDIARIES 


TEN YEAR SUMMARY 





1963 

1962 

1961 

CONSOLIDATED RESULTS (in millions) 




Net sales. 

$5,115.8 

$4,603.3 

$4,267.7 

Dividend income. 

32.9 

32.6 

30.0 

Income before Federal income taxes. 

484.3 

454.5 

422.6 

Provision for Federal income taxes. 

223.3 

219.9 

198.6 

Net income. 

261.0 

234.6 

224.0 

Dividends to shareholders. 

132.7 

124.8 

113.2 

Depreciation. 

49.5 

43.3 

36.9 

Taxes—other than Federal income. 

92.1 

81.4 

71.1 

Contribution to the Employes’ Profit Sharing Pension Fund.. 

53.6 

49.8 

46.9 

CONSOLIDATED YEAR END POSITION (in millions) 

Easy payment and revolving charge accounts outstanding 




(before allowances and deduction of accounts sold) . 

1,999.3 

1,756.2 

1,634.5 

Inventories. 

758.7 

652.7 

603.5 

Merchandise on order and in transit. 

870.0 

742.0 

689.2 

Working capital. 

1,965.8 

1,840.7 

1,656.8 

Property, plant and equipment (net) . 

534.1 

452.9 

423.6 

Long-term debt. 

475.0 

475.0 

475.0 

Shareholders’ equity (book value) . 

1,855.8 

1,718.9 

1,604.0 

UNCONSOLIDATED SUBSIDIARIES AND SIMPSONS-SEARS (in millions) 




Equity in undistributed net income. 

32.6 

30.1 

29.0 

Excess of equity in net assets over investment. 

299.3 

264.4 

304.1 

PER SHARE OF COMMON STOCK (in dollars) 




Net income. 

3.44 

3.10 

2.96 

Equity in undistributed net income of unconsolidated 




subsidiaries and Simpsons-Sears. 

.43 

.40 

.39 

Combined net income. 

3.87 

3.50 

3.35 

Dividends to shareholders. 

1.75 

1.65 

1.50 

Shareholders’ equity (book value) . 

24.44 

22.70 

21.22 

MISCELLANEOUS DATA 




Sha reholders (Employes P.S. Fund counted as single shareholder) 

173,242 

167,646 

159,551 

Retail stores (excluding 41 foreign stores) . 

761 

748 

747 

Catalog order plants. 

11 

11 

11 

Catalog sales offices. 

1,055 

969 

957 

Employes' Profit Sharing Pension Fund: (as of December 31) 




Members. 

150,803 

146,847 

150,043 

Market value of Fund (in millions) . 

$2,149.0 

$1,754.0 

$2,110.7 

Note: Figures for years 1956 through 1962 restated to include Sears Roebuck Acceptance Corp. 
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I960 

1959 

1958 

1957 

1956 

1955 

1954 

$4,134.3 

$4,036.2 

$3,721.3 

$3,600.9 

$3,555.7 

$3,306.8 

$2,965.4 

27.1 

22.6 

19.3 

5.5 

4.3 

4.1 

4.3 

379.6 

410.1 

345.1 

337.2 

343.8 

334.7 

290.8 

182.8 

208.1 

175.6 

174.3 

178.7 

175.9 

149.5 

196.8 

202.0 

169.5 

162.9 

165.1 

158.8 

141.3 

105.4 

105.3 

90.1 

82.4 

74.0 plus 1% stock 73.0 plus 1% stock 72.7 

35.2 

31.5 

27.4 

24.9 

22.3 

25.5 

23.6 

69.4 

62.0 

51.0 

48.5 

47.4 

42.7 

37.2 

42.8 

46.0 

37.9 

36.1 

36.3 

38.1 

33.7 

1,575.0 

1,439.2 

1,226.9 

1,119.8 

1,039.1 

902.6 

790.7 

603.1 

605.6 

562.5 

510.6 

533.3 

513.4 

456.6 

677.1 

657.4 

612.0 

519.9 

543.7 

505.4 

445.2 

1,449.7 

1,381.9 

1,314.9 

952.2 

827.9 

938.7 

857.7 

345.3 

316.1 

283.4 

272.3 

243.7 

210.4 

211.9 

475.0 

475.0 

475.0 

125.0 

50.0 

200.0 

200.0 

1,487.5 

1,391.7 

1,291.9 

1,211.3 

1,127.9 

1,032.7 

941.4 

28.8 

27.5 

12.4 

15.0 

14.5 

21.4 

17.5 

227.2 

196.4 

160.1 

111.3 

107.3 

93.7 

72.6 

2.61 

2.68 

2.26 

2.17 

2.20 

2.13 

1.90 

.38 

.37 

.16 

.21 

.20 

.29 

.21 

2.99 

3.05 

2.42 

2.38 

2.40 

2.42 

2.11 

1.40 

1.40 

1.20 

1.10 

1.00 plus 1% stock 1.00 plus 1% stock 1.00 

19.73 

18.50 

17.20 

16.14 

15.06 

13.83 

12.67 

156,257 

152,623 

146,331 

141,957 

126,389 

102,984 

96,834 

747 

741 

736 

732 

721 

709 

699 

11 

11 

11 

11 

11 

11 

11 

947 

913 

849 

815 

772 

694 

609 

150,005 

144,049 

139,967 

135,895 

129,646 

125,299 

123,740 

$1,429.3 

$1,322.3 

$1,062.2 

$704.1 

$737.9 

$860.2 

$635.0 
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You’re in 
good hands with 
Allstate 
Insurance 


On one of Chicago's busiest 
expressways, this "Good Hands " 
sign reminds millions of people 
that at Allstate, as at Sears, 
f ‘We service what we sell” 


The famous “Good Hands’’ is more than just a trade¬ 
mark to Allstate’s 6 million policyholders. 

It stands for service. 

For the spirit of friendly helpfulness you encounter 
when you talk to any of the 19,000 Allstate people 
from coast to coast. 

For the 5,000 Allstate Agents who cut red tape and 
confusion to make Allstate Insurance easy to under¬ 
stand and easy to buy. 

For the 6,000 full-time, salaried Allstate claims 
people throughout the U.S. and Canada, whose only 
job is to give fast, fair claim service. 

Service is more than just a word at Allstate. It’s 
a working tradition that goes hand in hand with the 
big-volume, low-overhead concept of selling pioneered 
by Sears. Because Allstate swept the cobwebs out of 
insurance 33 years ago, its 6 million customers can 
take top-quality protection, value and service for 
granted. 

Protection for your family, home, and business as 
well as your car. 

Allstate' Insurance 

Companies Founded by Sears 




ALLSTATE INSURANCE 


Casualty and Fire Insurance. An impressive in¬ 
crease in homeowners, health and other non¬ 
auto insurance volume, plus a substantial gain in 
auto insurance sales, moved the Allstate Insurance 
Companies to an all-time sales high during 1963. 
Casualty and fire premium writings for all lines 
reached $631,285,554, an increase of $53,295,800 
from 1962. During 1963, sales of the other-than- 
auto lines soared more than 22% over 1962, with 
premium writings totaling $97,318,000. 

Underwriting operations produced an income 
of $17,267,811 before taxes, compared with 
$26,306,803 the previous year. This was 2.9% 
of premiums earned. Net underwriting income 
after taxes was $8,078,493, compared with 
$12,533,502 last year, reflecting the upward trend 
in auto accident costs noted throughout the insur¬ 
ance industry during 1963. Net investment income, 
excluding capital gains, was $29,646,887, up 13.1% 
from $26,223,598 last year. Net income of 
$35,804,698 compared with $37,230,401 in 1962. 
Net realized capital gains of $13,418,917, com¬ 
pared with $10,879,121 in 1962, brought total net 
income and realized capital gains after taxes to 
$49,223,615 for the casualty and fire insurance 
business. This compared with $48,109,522 in 1962. 
Total earnings, including net income and realized 
capital gains of unconsolidated life insurance sub¬ 
sidiaries, were equal to 670 per share of Sears 
stock. Dividends to Sears were $25,027,450 (equal 
to 330 per share of Sears stock), compared with 
$24,494,558 in 1962. 

Allstate's total taxes were $34,815,885, com¬ 
pared with $34,539,915 last year. The Federal 
income tax incurred was $14,700,000; other taxes 
and fees were $20,115,885. Assets climbed 
$130,934,006 to a record $1,076,339,796. Claims 
settled increased to 2,379,000 from the previous 
high of 2,170,000 in 1962. 


Life Insurance. Net income and realized capital 
gains of the Allstate Life Insurance Company and 
Allstate’s other life subsidiary, Cross Country 
Life, increased significantly to $1,685,606 from 
$255,303 in 1962. The substantial gain reflected the 
life operation's profit potential more accurately 
than any previous year’s return, since life com¬ 
panies seldom become profitable in their early 
years. 

Allstate life insurance in force increased by 
$507,300,000 during the past year, compared with 
$328,600,000 added in 1962. This gain brought 
total life insurance in force to $2,758,000,000. 
Individual policyholder's insurance in force in¬ 
creased by 35%, while group insurance in force 
rose 16%. Assets of the life operations increased 
approximately 30% to $42,060,861. 

The Year Ahead. The homeowners, health and 
other non-auto lines are expected to maintain 
their rapid growth rate. Allstate Insurance will 
continue its expansion into new lines with the 
introduction of workmen’s compensation and 
employers' liability insurance. Entry into this 
major field, beginning in March, 1964 in New 
York, will occur later in the year in additional 
states. Continued sales gains are anticipated in the 
auto insurance field. Accident costs, however, 
show no signs of leveling off nationally and are 
forcing the insurance industry to obtain rate relief 
in many states. Overall, Allstate’s 1964 net income 
from underwriting and investments, plus realized 
capital gains, is expected to compare favorably 
with 1963 for the casualty and fire insurance 
operations. 

Life insurance sales expansion is expected to 
continue at a leadership pace, as an intensified 
marketing program makes more people aware of 
Allstate Life Insurance. Profits of the life opera¬ 
tions should show a further increase in 1964. 


CASUALTY AND FIRE INSURANCE GROWTH STORY ($000 omitted) 


1963 

1962 

1961 

I960 

1959 

1958 

1957 

1956 

1955 

1954 

Premiums Written. 

Total Assets. 

.$631,286 

.$1,076,340 

$577,990 

$945,406 

$532,524 

$922,656 

$502,348 

$767,412 

$438,581 

$678,067 

$375,647 

$588,542 

$313,168 

$423,894 

$282,685 

$379,358 

$251,833 

$334,072 

$209,228 

$267,379 


19 



















ALLSTATE INSURANCE COMPANY ANT) CONSOLIDATED SUBSIDIARIES 


BALANCE SHEET 


Admitted Assets 

INVESTMENTS 

U. S. Government securities. 

State and municipal bonds. 

Other bonds. 

Preferred stocks. 

Common stocks. 

Stocks of unconsolidated life insurance and foreign 

subsidiaries. 

Real estate. 

TOTAL INVESTMENTS. 

CASH AND CERTIFICATES OF DEPOSIT. 

PREMIUM INSTALLMENTS RECEIVABLE. 

ACCRUED INTEREST. 

OTHER ASSETS. 

TOTAL ADMITTED ASSETS. 


DECEMBER 31, 
1963 


$ 23,659,163 

517,226,439 
33,377,155 
39,775,594 
274,509,902 

9,201,588 

29,266,972 

927,016,813 

30,075,228 

104,144,181 

6,797,804 

8,305,770 

$1,076,339,796 


DECEMBER 31, 
1962 


$ 23,667,537 
470,561,608 
26,377,727 
39,216,529 
223,614,578 

8,820,963 
26,385,458 
818,644,400 
14,688,677 
96,544,633 
6,228,365 
9,299,715 
$945^405 790 


Liabilities and Capital 

LIABILITIES 

Reserve for claims and claims expense... 

Unearned premiums. 

Income taxes. 

Other taxes. 

Other liabilities. 

Dividend payable-Sears, Roebuck and Co 

TOTAL LIABILITIES. 

CAPITAL 

Capital stock, par value. 

Additional capital paid in. 

Unrealized capital gains on stocks. 

Retained earnings. 

TOTAL CAPITAL. 

TOTAL LIABILITIES AND CAPITAL. 


$ 394,336,377 
309,198,889 
10,737,868 
13,170,590 
20,154,400 
18,540,000 
766,138,124 

3,000,000 

51,600,245 

73,944,160 

181,657,267 

310,201,672 

$1,076,339,796 


$358,118,971 

282,502,768 

10,934,015 

12,221,618 

19,358,390 


683,135,762 

3,000,000 

51,600,245 

49,076,179 

158,593,604 

2627270,028 

$945,405,790 


Notes to Financial Statements: 

Investments: Bonds are stated at amortized cost, preferred and common stocks are stated at market value, and stocks of unconsolidated sub¬ 
sidiaries are stated at underlying net asset values, all as prescribed by the National Association of Insurance Commissioners. 

Accounting Practices: The financial statements have been prepared in accordance with accounting practices prescribed by the Department of In¬ 
surance ot the State of Illinois which differ from generally accepted accounting principles in the treatment of certain underwriting charges, the 
valuation of certain assets, and the recognition of deferred Federal income taxes. These differences are not material in relation to the consolidated 
statements taken as a whole. 
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STATEMENT OF INCOME year ended 

DECEMBER 31, 
1963 

NET PREMIUMS WRITTEN. $631,285,554 

premiums earned (after dividends on participating policies) . $600,661,389 

UNDERWRITING CHARGES 

Claims and claims expense. 415,449,399 

Sales, policy issuance and service, administration, and 

other expenses. 147,828,294 

Premium and other taxes and fees ( excluding income taxes ) 20,115,885 

TOTAL UNDERWRITING CHARGES. 583,393,578 

UNDERWRITING INCOME. 17,267,811 

INTEREST, DIVIDENDS, AND REAL ESTATE INCOME, leSS investment 

expenses. 29,646,887 

INCOME BEFORE INCOME TAXES. 46,914,698 

PROVISION FOR INCOME TAXES. 11,110,000 

net income . 35,804,698 

realized capital gains on investments ( after income taxes ). 13,418,917 

net income and realized capital gains of Allstate Insurance Com¬ 
pany and consolidated subsidiaries. 49,223,615 

add equity in net income and realized capital gains of uncon¬ 
solidated life insurance subsidiaries. 1,685,606 

TOTAL NET INCOME AND REALIZED CAPITAL GAINS. $ 50,909,221 


STATEMENT OF CAPITAL 

(Surplus for Protection of Policyholders ) 

BALANCE BEGINNING OF YEAR. $262,270,028 

TOTAL NET INCOME AND REALIZED CAPITAL GAINS. 50,909,221 

CHANGE IN UNREALIZED CAPITAL GAINS ON STOCKS. 23,182,375 

NET CHANGES IN OTHER ASSET VALUES. (1,132,502) 

335,229,122 

DIVIDENDS TO SEARS, ROEBUCK AND CO.,. 25,027,450 

BALANCE END OF YEAR. $310,201,672 


YEAR ENDED 
DECEMBER 31, 
1962 

$577,989,754 

$551,268,895 

367,135,139 

139,387,038 

18,439,915 

524,962,092 

26,306,803 

26,223,598 
~ 52,530,401 

15,300,000 
~ 37,230,401 

10,879,121 

48,109,522 

255,303 
$ 48,364,825 


$299,203,601 

48,364,825 

(60,232,904) 

(570,936) 

286,764,586 

24,494,558 

$262,270,028 


Report of Certified Public Accountants 

To the Board of Directors of Scars. Roebuck and Co. 

We have examined the accompanying Balance Sheet of Allstate Insurance Company and consolidated subsidiaries as of December 31, 1963, 
and the related Statements of Income and Capital for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance Company and consoli¬ 
dated subsidiaries at December 31. 1963, and the consolidated results of their operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 

Touche, Ross, Bailey & Smart 


Chicago, Illinois 
March 6, 1964 


21 




























































INTERNATIONAL OPERATIONS 


Latin America. The past year was marked by in¬ 
tense efforts on the part of the United States and 
Latin American governments, in cooperation with 
private enterprise, to achieve economic growth 
within Latin America. The Alliance for Progress, 
though not yet fully implemented, provided help 
towards this end. The Latin American Free Trade 
Association made significant progress in lifting 
trade barriers between countries. These cooperative 
efforts should have far reaching effects in attaining 
social objectives and in raising the level of eco¬ 
nomic activity in each country. 

Sears Latin American subsidiaries had a good 
year in 1963 although currency weakness which 
continued to plague the Brazilian economy had an 
adverse accounting effect on profits in terms of 
U.S. dollars. 

Net sales of the Company’s subsidiaries in 
Mexico and South America, translated into dol¬ 
lars, were $ 102,392,430, compared with $92,703,346 
last year, an increase of 10.5%. All subsidiaries 
had sales increases; the highest per cent of increase 
having been obtained by the Peruvian corporation 
with a 24.6% gain. 

Net income was $9,134,511 before translation 
losses, 5.4% greater than last year. The Com¬ 
pany's equity in this net income was $8,311,878. 
However, due to the Brazilian government’s re¬ 
striction of dividend remittances and the con¬ 
tinued Brazilian inflation, the Company used the 
free rate of exchange rather than the official rate in 
translating the Brazilian corporation balance sheet 
to U. S. dollars. The resulting translation loss, less 
a small gain from the increase in the value of the 
Venezuelan currency in 1963, reduced the Com¬ 
pany’s equity in net income of Latin American 
subsidiaries by $4,708,912. A translation loss re¬ 
duces the equity of the Company in terms of dollars 
for accounting purposes only. It does not affect the 
productivity of the foreign subsidiary's assets nor 
does it reflect on the operations of the business. 

Dividends to Sears were $4,414,444, compared 
with $4,217,635 last year. This represents an in¬ 
crease of 4.7%. 


FOR YEAR ENDED 
JANUARY 31, 1964 


Subsidiary 
(per cent of 
ownership) 

Net Sales 

Net Income* 

Dividends 

to 

Sears 

Brazilian (100)... $ 

20,875,468 

$2,100,803 

$ - 

Colombian (100). 

12,199,411 

841,583 

— 

Mexican (80). 

35,271,531 

2,019,827 

1,501,603 

Peruvian (97).... 

10,646,254 

1,180,549 

850,494 

Venezuelan (85). 

23,399,766 

2,578,841 

1,610,347 

Panamanian 
financeco. (100) 

— 

412,908 

452,000 

Total. $102,392,430 

$9,134,511 

$4,414,444 


♦before deducting translation losses. 


The Company’s investment in its Latin American 
subsidiaries was $34,236,283 at January 31, 1964, a 
net decrease of $2,083,971 for the year. This de¬ 
crease resulted principally from the repayment of 
funds previously advanced by the Company. The 
dollar value of this investment on the books of 
the subsidiaries was $51,819,343 after providing 
$8,320,668 in reserves for installment accounts and 
other contingencies. 


JANUARY 31, 1964 


Subsidiary 

Investment 

Equity in 

Net Assets* 

Excess of 
Equity over 
Investment 

Brazilian. 

$12,605,393 

$10,243,811 

($ 2,361,582) 

Colombian ... 

. 5,520,940 

6,749,387 

1,228,447 

Mexican. 

3,331,319 

8,930,685 

5,599,366 

Peruvian. 

2,036.421 

3,262,880 

1,226,459 

Venezuelan.. 

. 2,742,210 

10,799,692 

8,057,482 

Panamanian 

financeco... 8,000,000 

11,832,888 

3,832,888 

Total. 

. $34,236,283 

$51,819,343 

$17,583,060 


♦after deducting translation losses. 


On January 15, 1964, the Mexican corporation 
opened a medium size department store in the 
Linda Vista section of Mexico City. This store re¬ 
placed a smaller one in the LaVilla section. At 
year end, the Mexican and South American sub¬ 
sidiaries operated forty-one stores and thirteen 
sales offices. 

Canada. After some pause in the early part of 
1963, possibly due to uncertainties created by the 
national elections held in April, the Canadian 
economy gathered momentum in the latter part of 
the year. National retail sales were up 4.9% for 
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OTHER SEARS SUBSIDIARIES 


1963. Simpsons-Sears Limited, the Company's 
Canadian affiliate, ended the year with a higher 
percentage sales gain than the national level, 
indicating progress in its efforts to obtain an 
increased share of the market. 

Net sales of Simpsons-Sears Limited were 
$270,099,222 (Canadian), a 6.6% increase from 
last year’s $253,289,890. Net earnings of $7,450,293 
(Canadian) were 22.2% higher than last year's 
$6,098,086. 

Sears received dividends of $1,204,731 (U.S.) 
from Simpsons-Sears during 1963. 

In U.S. dollars, Sears equity (44.5%) in the un¬ 
distributed net earnings was $1,842,965 after de¬ 
ducting a translation loss (for accounting purposes 
only) of $27,178 due to a slight decline in the value 
of the Canadian dollar during the year. Sears equity 
in the net assets at year end exceeded the Com¬ 
pany’s investment of $20,376,550 by $14,300,919. 

On March 21, 1963, a complete department 
store was opened in Quebec City, and on Septem¬ 
ber 26, 1963, a medium size department store was 
opened in the Meadowlark Park Shopping Center 
of Edmonton, Alberta. At year end, Simpsons- 
Sears operated twenty-three retail stores, four 
catalog order plants, and 341 catalog sales offices. 

Homart Development Company. This wholly- 
owned subsidiary was formed to develop shopping 
centers in which Sears will have the dominant store. 
Homart’s second regional center, Hancock Shop¬ 
ping Center in Austin. Texas, was opened in Febru¬ 
ary, 1964. However, construction on the Sears 
store in that location was accelerated so that the 
store was completed for opening in October, 1963. 
Construction is progressing on Coronado Shop¬ 
ping Center in Albuquerque, New Mexico, with the 
Sears store scheduled to open in the fall of 1964, 
and the remainder of the center scheduled for com¬ 
pletion in 1965. Design and leasing activities are 
progressing for Colonie Center near Albany, New 
York. Construction of this center will begin in the 
fall of 1964 with completion scheduled for late 
1965. Land has been purchased for centers in San 
Bernardino, California, and Dallas, Texas. 


Allstate Enterprises, Inc. This wholly-owned 
subsidiary of Sears is engaged in the motor club, 
auto finance and inspection reports businesses. 
In addition, it owns Commonwealth Savings and 
Loan Association of North Hollywood, California. 
Commonwealth’s name was changed February 1, 
1964, to Allstate Savings and Loan Association. 
The Allstate Motor Club division, which began 
operation in May, 1961, continued its healthy 
growth w ith a 20% increase in membership during 
1963 to a total of 266,000. The auto finance divi¬ 
sion, which entered seven states in 1962, was 
operating in fifteen states at year end 1963. Service 
Review, Inc., acquired in 1962 and operating in ten 
states at year end 1963, provides insurance inspec¬ 
tion reports, principally for Allstate Insurance 
Company. 

Gross revenue of Allstate Enterprises, Inc. and 
its subsidiaries totaled $ 12,807,760, a gain of 57.3% 
from 1962. Net income of Allstate Enterprises, Inc. 
and its subsidiaries (before appropriations to the 
general reserves by the savings and loan associa¬ 
tion) was $1,685,912, compared with $467,585 for 
1962. The provision for Federal income taxes for 
1963 was $349,559 higher than for 1962, due mainly 
to the change in the Federal income tax law appli¬ 
cable to savings and loan associations effective 
January 1, 1963. Assets of Allstate Enterprises, 
Inc. and its subsidiaries totaled $147,173,647 at 
year end, a gain of 70.9% for the year. These assets 
consisted largely of loans on both automobiles and 
real estate. 

Metropolitan Savings and Loan Association. This 
subsidiary, located in Los Angeles, California, is 
99.5% owned by Sears. Gross revenue totaled 
$7,167,479, an increase of 21.6% from 1962. Net 
income after Federal income taxes, but before ap¬ 
propriations to reserves, was $1,339,772 for 1963 
and $1,572,503 for 1962. The difference in net in¬ 
come was due principally to the change in the 
Federal income tax law, which resulted in a 
$205,071 greater tax provision for 1963. Assets 
totaled $115,937,264 at year end, an increase of 
17.5% for the year. 
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